
































THE CITY OF Item No. 5.b.

Anna City Council Agenda

Staff Report

Meeting Date: 4/14/2020

AGENDAITEM:

Review Attendance Sheets for City Council, Boards and Commissions. (City Secretary Carrie
Land)

SUMMARY:

As requested, staff is providing the attendance records for Council and Board and Commissions.

It is a best practice to provide this information to the elected board and review it periodically. No
action is required at this time.

This addresses the Strategic Goal to provide a "High Performing Professional City"” meeting
the objective to "Have an open and transparent City Government that is trusted by the

neighbors."providing value to neighbors by "“Trust and confidence in City Government that
acts in a highly ethical manner."”

STAFF RECOMMENDATION:

No action is required at this time.

ATTACHMENTS:

Description Upload Date Type
Attendance Records 4/9/2020 Exhibit
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THE CITY OF Item No. 5.c.

Anna

City Council Agenda
Staff Report

Meeting Date: 4/14/2020

AGENDAITEM:

Review CDC/EDC Joint Meeting Minutes from the March 5, 2020 Meeting (Economic
Development Director Joey Grisham)

SUMMARY:

STAFF RECOMMENDATION:

ATTACHMENTS:

Description Upload Date Type
Minutes 4/10/2020 Backup Material



Officers: Staff:
Anthony Richardson, President Joey Grisham, Economic Development Director
Stan Carver, Vice-President Taylor Lough, Economic Development Manager

Rocio Gonzalez, Secretary

THE CITY OF

nna Anna
* CDC

Anna Community Development Corporation and Anna Economic Development

Corporation Meeting Minutes

Thursday, March 5, 2020 at 6:00 pm
Inc-Cube Building, Conference Room
312 N. Powell Parkway, Anna, Texas 75409

CDC and EDC Board Members Present: Anthony Richardson, Bruce Norwood, Stan Carver,
Michelle Hawkins, and Doris Pierce. Board Members Absent: Rocio Gonzalez and Terry Farrell.
Others present: Joey Grisham (Economic Development Director), Taylor Lough (Economic
Development Manager), Clark McCoy (CDC/EDC Legal Counsel), and Lee Miller (City Council

Member).

1. Call to Order. Roll Call and Establishment of Quorum.
The meeting was called to order by Anthony Richardson, Board President, at 6:03 p.m.

2. Invocation and Pledge.
Invocation and pledge of allegiance led by Anthony Richardson.

3. Citizen Comments.
There were no citizen comments.

4. Consider/Discuss/Act on approving minutes from the February 6, 2020 CDC Meeting.

5. Consider/Discuss/Act on approving minutes from the February 6, 2020 EDC Meeting.
Bruce Norwood made a motion on behalf of the Community Development Corporation and
the Economic Development Corporation to approve the minutes from the February 6, 2020
CDC and EDC Meeting. Doris Pierce seconded the motion with one edit — replace “of” with
“on” under Item 6. A. All were in favor with Michelle Hawkins abstaining. Motion passed.

6. Consider/Discuss/Act on a Resolution adopting the Economic Development Strategic

Plan.

Joey Grisham explained next steps regarding the Economic Development Strategic Plan.
The City Council will adopt the Economic Development Strategic Plan at their March 24™
meeting. Staff is adding metrics, creating a one-pager as discussed in the plan, and
prioritizing items such as the incentive policy, target industry analysis, tagline/marketing,
etc. Some items in the plan are contingent on available resources. Several items in the plan,



Officers: Staff:

Anthony Richardson, President Joey Grisham, Economic Development Director
Stan Carver, Vice-President Taylor Lough, Economic Development Manager
Rocio Gonzalez, Secretary

such as seeking land for Collin College, building relationships with landowners and
developers, events, and marketing, are already underway.

Michelle Hawkins noted some typos and grammatical errors that need to be revised. The
board agreed to suggest a proof-reader to edit the grammar, spelling, spacing, etc.

Doris Pierce noted that counting the number of meetings would not provide the
measurements needed. She would like to include ratios and rates in success factors. For
example, how many meetings result in new restaurant / retail? How many website hits turn
into subscribers? What additional benchmarks, data, and sources can be included?

Joey explained that the number of jobs, for example, can be difficult to track because they
change rapidly and that some firms will not share that information. A company can have 10
jobs one day then 25 the next. Staff will review the success factors and adjust. Stan Carver
stated the title “success factors” may be misleading because we do not want to force staff
into a bunch of meaningless meetings, for example.

Bruce Norwood agreed that he would like more measurable items that can be tracked
annually on the scorecard. Some like change in sales tax are good, but projected and actual
number of meetings do not give the Board the information they want. Michelle Hawkins
suggested adding another box for ‘outcome’ to the scorecard. The scorecard would show
10 meetings were projected, but 15 were held, and 3 meetings led to new developments.

Lee Miller suggested a special called meeting to discuss edits to the plan, so it is ready
before sending to the City Council. Bruce Norwood is not available next Thursday.

Clark McCoy explained a committee, less than a quorum (four members), could meet
without posting the meeting to review the strategic plan as long as the committee members
do not communicate with other board members. Clark McCoy shared the contract with
Catalyst states that all drafts are owned by Jason Claunch. The final document is owned by
the Boards and can be changed at that point.

Doris Piece would like to change the title “success factors” to “KPls.” She would like to
reduce the number of success factors. The board agreed to change the title of success
factors to “Measurables.” The board also agreed to combine the first four factors for a
business acquisition rate (the meetings divided by the number of commercial permits
issued). The board agreed to remove the last success factor.

The Board agreed to suggest switching core values and success factors within the
document. Replace Economic Development with “Robust” and add “exceptional” to quality
of life in the core values.

The board agreed to send their edits to Jason for his review and meet next Thursday to
consider/discuss/act on the updated plan. Anthony asked members to send any further edits
to Taylor Lough tomorrow by noon so they can be sent to Jason and reviewed by him. Next
steps will be developed, and a new copy will be sent to the board next Wednesday.

Anthony Richardson made a motion to table the item. Stan Carver seconded the motion. All
were in favor. Motion passed.



Officers: Staff:
Anthony Richardson, President Joey Grisham, Economic Development Director
Stan Carver, Vice-President Taylor Lough, Economic Development Manager

Rocio Gonzalez, Secretary

7. Consider/Discuss/Act on updating the expenditure of funds for maintenance and
operation of the Inc-Cube security system. (EDC)
Joey Grisham stated that the not to exceed amount needed to be increased to $3,750
annually with the recent changes to the Inc-Cube Building.

Doris Pierce made a motion on behalf of the Economic Development Corporation to update
the expenditure of funds for funds, not to exceed $3,750 annually, with Stanley Convergent
Security Solutions, Inc. for maintenance and operations of the Inc-Cube security system.
Bruce Norwood seconded the motion. All were in favor. Motion passed.

8. Director’s Report

A.

Report on current financial status—Discussion Only
Joey updated the Board on financials from January. Sales tax revenue continues to
increase.

. Bisnow Event on March 26

The event begins at 8:00 a.m. at the Sheraton in McKinney. Industry, medical, and
mixed-use developers as well as engineering firms will be in attendance. The focus of
the presentation is on the 121 Corridor. Doris Pierce stated she planned to attend.
March 24" Economic Development update to City Council

Staff will provide a presentation to the City Council at 6:30 p.m. at City Hall sharing
what the department has accomplished over the past year. An overview of the strategic
plan will also be presented. A notice of possible quorum is posted as the Board is
encouraged to attend.

9. CLOSED SESSION (exceptions):

A.

Deliberate regarding the purchase, exchange, lease or value of real property.
(Tex. Gov’t Code §551.072) possible property acquisition; possible land
sale/purchase;

Consult with legal counsel on matters in which the duty of the attorney to the
governmental body under the Texas Disciplinary Rules of Professional Conduct
of the State Bar of Texas clearly conflicts with Chapter 551 of the Government
Code (Tex. Gov’t Code §551.071); Discuss contract concerning Revolving Loan
Fund; promotional contract.

Discuss or deliberate Economic Development Negotiations:

(1) To discuss or deliberate regarding commercial or financial information that the
Board of Directors has received from a business prospect that the Board of
Directors seeks to have locate, stay, or expand in or near the territory of the City
of Anna and with which the Board is conducting economic development
negotiations; or,

(2) To deliberate the offer of a financial or other incentive to a business prospect
described by subdivision (1). (Tex. Gov’t Code §8551.087) Anna Business Park
Property; potential retail and medical projects.

Stan Carver made a motion for the Community Development Corporation at 8:11 pm to
enter closed session. Michelle Hawkins seconded the motion. All were in favor. Motion
passed.

10. Reconvene into open session and take any action on closed session items.



Officers: Staff:
Anthony Richardson, President Joey Grisham, Economic Development Director
Stan Carver, Vice-President Taylor Lough, Economic Development Manager

Rocio Gonzalez, Secretary

11.

12.

Stan Carver made a motion to reconvene into open session at 8:55 p.m. Doris Pierce
seconded the motion. All were in favor. Motion passed.

No action was taken.
Receive reports from staff or Board Members about items of community interest.

Items of community interest include: expressions of thanks, congratulations, or condolence;
information regarding holiday schedules; an honorary or salutary recognition of a public
official, public employee, or other citizen (but not including a change in status of a person's
public office or public employment); a reminder about an upcoming event organized or
sponsored by the governing body; information regarding a social, ceremonial, or community
event organized or sponsored by an entity other than the governing body that was attended
or is scheduled to be attended by a member of the governing body or an official or employee
of the municipality; and announcements involving an imminent threat to the public health
and safety of people in the municipality that has arisen after the posting of the agenda.

e The Anna Sports Group is having a basketball tournament Friday from 6 to 9 p.m. at
the Anna Middle School

e May 7" will be the National Day of Prayer

e Ablood drive will be held on Saturday from 11 a.m. to 3:00 p.m. at Frazzy’s Popcorn

Adjourn.

Anthony Richardson made a motion to adjourn the meeting at 8:58 pm. Bruce Norwood
seconded the motion. All were in favor. Motion passed.

ATTESTED:

APPROVED%;JQ r/%;z%

Anthony Richardson Rocio Gonzalez
President of CDC/EDC Secretary of CDC/EDC



THE CITY OF Item No. 5.d.

Anna

City Council Agenda
Staff Report

Meeting Date: 4/14/2020

AGENDAITEM:

Review CDC/EDC Joint Meeting Minutes from the March 12, 2020 Meeting (Economic
Development Director Joey Grisham)

SUMMARY:

STAFF RECOMMENDATION:

ATTACHMENTS:

Description Upload Date Type
Minutes 4/10/2020 Backup Material



Officers: Staff:
Anthony Richardson, President Joey Grisham, Economic Development Director
Stan Carver, Vice-President Taylor Lough, Economic Development Manager

Rocio Gonzalez, Secretary

THE CITY OF

nna Anna
* CDC

Anna Community Development Corporation and Anna Economic Development

Corporation Special Called Meeting Minutes

Thursday, March 12, 2020 at 6:00 pm
Inc-Cube Building, Conference Room
312 N. Powell Parkway, Anna, Texas 75409

CDC and EDC Board Members Present: Anthony Richardson, Stan Carver, Michelle Hawkins,
and Doris Pierce. Board Members Absent: Bruce Norwood, Terry Farrell, and Rocio Gonzalez.
Others present: Joey Grisham (Economic Development Director) and Taylor Lough (Economic
Development Manager).

1.

Call to Order. Roll Call and Establishment of Quorum.
The meeting was called to order by Anthony Richardson, Board President, at 6:04 p.m.

Invocation and Pledge.
Invocation was given by Stan Carver.
Pledge of allegiance was led by Anthony Richardson.

Citizen Comments.
There were no citizen comments.

Consider/Discuss/Act on a Resolution adopting the Economic Development Strategic
Plan.

Joey Grisham discussed changes made throughout the document including the formatting.
He said the plan can change in the future based on Board feedback. Michelle Hawkins
stated that she is happy with the document and the changes. She noticed hyphens on page
9 for goal 2, but no hyphens for page 7. The hyphens were removed on page 9. Doris
expressed her appreciation for everyone’s time and hard work on developing the plan. Stan
Carver stated that he is excited for the plan and what is to come from it. He preferred that
the measurables be simplified and Doris Pierce agreed. It was mentioned that the first
measurable should also be on the Scorecard.

Anthony Richardson made a motion to approve the resolution, pending the revisions
discussed. Doris Pierce seconded the motion. All were in favor. Motion passed.

CLOSED SESSION (exceptions):



Officers: Staff:

Anthony Richardson, President Joey Grisham, Economic Development Director
Stan Carver, Vice-President Taylor Lough, Economic Development Manager
Rocio Gonzalez, Secretary

A. Deliberate regarding the purchase, exchange, lease or value of real property.
(Tex. Gov’t Code §551.072) possible property acquisition; possible land
sale/purchase;

B. Consult with legal counsel on matters in which the duty of the attorney to the
governmental body under the Texas Disciplinary Rules of Professional Conduct
of the State Bar of Texas clearly conflicts with Chapter 551 of the Government
Code (Tex. Gov’t Code §551.071); Discuss contract concerning Revolving Loan
Fund; promotional contract.

C. Discuss or deliberate Economic Development Negotiations:

(1) To discuss or deliberate regarding commercial or financial information that the
Board of Directors has received from a business prospect that the Board of
Directors seeks to have locate, stay, or expand in or near the territory of the City
of Anna and with which the Board is conducting economic development
negotiations; or,

(2) To deliberate the offer of a financial or other incentive to a business prospect
described by subdivision (1). (Tex. Gov’t Code §551.087) Anna Business Park
Property; potential retail and medical projects.

The Board did not enter closed session.

6. Reconvene into open session and take any action on closed session items.
The Board did not enter closed session.

7. Receive reports from staff or Board Members about items of community interest.
Items of community interest include: expressions of thanks, congratulations, or condolence;
information regarding holiday schedules; an honorary or salutary recognition of a public
official, public employee, or other citizen (but not including a change in status of a person's
public office or public employment); a reminder about an upcoming event organized or
sponsored by the governing body; information regarding a social, ceremonial, or community
event organized or sponsored by an entity other than the governing body that was attended
or is scheduled to be attended by a member of the governing body or an official or employee
of the municipality; and announcements involving an imminent threat to the public health
and safety of people in the municipality that has arisen after the posting of the agenda.

o Staff will provide the City Council a presentation at their March 24" meeting. The
Strategic Plan will also be on the agenda for City Council approval. Board Members
are encouraged to attend. It is likely the presentation may start around 7:30 p.m.

e Taylor Lough asked Board Members to let her know if they planned to attend the
BISNOW event on March 26th

e Breaking Free is hosting fundraiser banquet Monday night at event1013 in Plano.

8. Adjourn.
Anthony Richardson made a motion to adjourn the meeting at 6:48 pm. Bruce Norwood
seconded the motion. All were in favor. Motion passed.



Officers: Staff:

Anthony Richardson, President Joey Grisham, Economic Development Director

Stan Carver, Vice-President Taylor Lough, Economic Development Manager
Rocio Gonzalez, Secretary

APPROVED: ATTESTED:
Anthony Richardson Rocio Gonzalez

President of CDC/EDC Secretary of CDC/EDC



THE CITY OF Item No. 5.e.

Anna City Council Agenda

Staff Report

Meeting Date: 4/14/2020

AGENDAITEM:

Approve an Ordinance Adopting Financial Policies (Finance Director Dana Thornhill)

SUMMARY:

The City's current Financial Policies were adopted on February 10, 2015. The current policies
need to be expanded upon in order to provide greater clarity of processes, assist in providing
long-term financial stability, provide guidance to establish a healthy financial position, expands
upon and establish sound financial management practices.

The amended financial policies not only expand upon the existing policies, but also add additional
sections such as a Fund Balance and Working Capital Reserve Policy and a Debt Management
Policy. Listed below are the most significant changes which were made to the existing policy.

Financial Management Policy - The scope of the Financial Management Policy was broadened
and added language to establish an Internal Audit Committee consisting of the Finance Director,
Accounting Manager, and Budget Manager. The Committee will establish internal control
administrative directives, evaluate and make improvements to cash handling processes, and
conduct internal audits of processes.

The Policy also adds sections for revenue and expenditure controls and establishes a
contingency plan for revenue shortfalls. It further lists actions that can be taken by the City
Manager in the event a shortfall occurs.

In addition, a sections for Fixed Assets was added which contains information related to the City's
policy on capitalization of City assets.

Fund Balance and Working Capital Reserve Policy - The policy expands upon the process
for committing and assigning fund balance. In addition, the policy not only establishes a minimum

unassigned fund balance in the General Fund and a minimum working capital reserve of 25% of
appropriated expenditures, but also establishes a maximum of 40%. Anything above 40% will be
considered excessive and shall be utilized in one of the following manners:

1. Increase the pay-as-you-go contributions needed to fund capital projects in the City’s Capital
Improvement Plan. These funds will be transferred out to a Non-Bond Capital Projects



Fund.

2. Reduce accrued liabilities, including but not limited to the TMRS pension liability and capital
lease liabilities.

3. Increase funds contributed and transferred out to the Equipment Replacement Fund to
assist in financing large capital equipment purchases.

Debt Management Policy - The purpose of this policy is to set forth the parameters for issuing
new debt as well as managing the outstanding debt portfolio, identifying the types and amount of
permissible debt, and maintaining or improving the current bond rating in order to minimize
borrowing costs and preserving access to credit.

In addition, the Policy outlines responsibilities required of professional consultants of the City
including the City's Financial Advisor and Bound Counsel.

Purchasing Procedures/Policy - This policy establishes departmental responsibilities, purchasing
parameters, and purchasing authority. The amended policy changes the current approval authority to
allow Supervisors, Managers, or Directors, depending on the cost of the purchase, to approved
purchase orders up to $9,999. The City Manager would be required to approve all purchase orders
$10,000 and over. Council will still approve any bids/purchases over $50,000. These level of
authorities are needed due to the growth of the organization.

In addition, the revised policy further clarifies what is considered an emergency purchase and the
process that shall be followed during normal work hours and after office hours. Furthermore, the Policy
defines when a procurement can be considered a Sole Source purchase and the required
documentation. The Policy also expands upon the requirements for competitive bidding, the Request
for Proposal (RFP) process, contracts, disposal of surplus property and provides a list of definitions.

Purchasing Card Policy- The amended policy further addresses cardholder responsibilities,
required documentation in it's original form, requires all receipts to be itemized, requires
documentation of attendees on travel, expands upon fraud and misuse, requires cardholders to
sign a Purchasing Cardholder Agreement, and provides for a Purchasing Card Lost Receipt
Form.

STAFF RECOMMENDATION:

Staff recommends approval of the attached Ordinance adopting Financial Policies.

ATTACHMENTS:
Description Upload Date Type
Ordinance Adopting Financial Policies 4/8/2020 Staff Report

Financial Policies 4/14/2020 Exhibit



CITY OF ANNA, TEXAS

ORDINANCE NO.

AN ORDINANCE OF THE CITY OF ANNA, TEXAS ADOPTING FINANCIAL POLICIES

WHEREAS, the City of Anna, Texas (the “City”) is committed to principles and practices
of open and fair government that honor the public trust; and,

WHEREAS, the City of Anna, Texas City Council (“City Council’) has determined that it
is in the interest of the neighbors of Anna to adopt Financial Policies that establish policies
and procedures to govern the management and care of public funds required for
operation of the City;

BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF ANNA, TEXAS THAT:
SECTION 1. Recitals Incorporated.

The above-referenced recitals are incorporated herein as if set forth in full for all
purposes.

SECTION 2. Financial Policy Adoption.

The Council hereby approves the Financial Policies attached hereto as Exhibit 1 and
incorporated herein for all purposes.

Section 3. Savings, Severability and Repealing Clauses.

All ordinances of the City in conflict with the provisions of this ordinance are repealed to
the extent of that conflict. If any section, subsection, sentence, clause, or phrase of this
ordinance, or its application to a particular set of persons or circumstances, is declared
invalid or adjudged unconstitutional by a court of competent jurisdiction, it does not
affect the remaining portions of this ordinance, as the various portions and provisions of
this ordinance are severable. The City Council, declares that it would have passed
each and every part of this ordinance notwistanding the omission of any part that is
declared invalid or unconstitutional.

Section 4. Effective Date

This ordinance shall become effective after its passage and upon the posting and/or
publication, if required by law.

PASSED AND APPROVED by the City Council of the City of Anna, Texas, this, the 14day
of April, 2020.

ORD. PAGE 1 OF 2



ATTESTED: APPROVED:

Carrie L. Land, City Secretary Nate Pike, Mayor

ORD. PAGE 2 OF 2



THE CITY OF

Anna

City of Anna,Texas

Financial Policies

Adopted: April 14, 2020
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FINANCIAL POLICIES

The City of Anna, Texas financial policies set forth the basic framework for the fiscal
management of the City. These policies are to ensure consistency in the City's financial
processes related to revenue, expenditures, purchasing, accounting, investing, fiscal
management, internal controls, and fund balance, as well as integrity, communication, prudent
stewardship, planning, accountability, and full disclosure. These policies are intended to:

A.
B.

Assist the City to ensure long-term financial stability and a healthy financial position;

Assist the City Council and City staff in evaluating current activities and proposals for
future programs;

Demonstrate to the Neighbors of Anna, the investment community, and the bond rating
agencies that the City is committed to strong fiscal operations;

Fairly present and fully disclose the financial position of the City in conformity with
accounting practices generally accepted in the United States of America; and

Demonstrate compliance with finance-related legal and contractual issues in accordance
with the Texas Local Government Code and other related legal mandates upon the City.

The policies are to be reviewed on an annual basis and modified to accommodate changing
circumstances and conditions.

2|Page



I.

FINANCIAL MANAGEMENT POLICIES

ACCOUNTING, AUDITING, AND FINANCIAL REPORTING

A. Accounting

The Finance Director and Accounting Manager are responsible for establishing and
maintaining the chart of accounts and for properly recording financial transactions.

Funds

The accounts of the City are organized and operated on the basis of funds and account
groups. Each fund is created for a specific purpose except for the General Fund. The General
Fund is used to account for all transactions not accounted for in other funds. Fund
accounting is used to aid management in demonstrating compliance with finance-related
legal and contractual provisions.

The City's annual budget shall be prepared and adopted on a basis consistent with generally
accepted accounting principles for all governmental and proprietary funds except the capital
projects funds, which Council approves project-length budgets.

Account balances shall be reported on the modified accrual basis of accounting within the
General Fund and other governmental funds and the accrual basis of accounting in the
Utilities Fund.

External Auditing

The City will be audited annually by an outside independent auditing firm or other times as
may be deemed necessary.

1. External Auditor Repute — The auditors must be a CPA and must demonstrate that they
have the breadth and depth of staff to conduct the City’s annual audit in accordance with
generally accepted auditing standards, generally accepted government auditing
standards, and contractual requirements.

2. Timing - An annual independent audit will be completed and filed with the City
Secretary within one hundred eighty (180) days from the completion of each fiscal year,
the results of which shall be presented to and approved by the City Council.

3. Financial Statements - The financial statements to the City are to be prepared in
conformity with generally accepted accounting principles (GAAP) in the United States
of America as applied to governmental units. The Governmental Accounting Standards
Board (GASB) is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles.

4. Management Letter — The external auditor will prepare and review the Management
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II.

Letter with the City Council within 180 days from the end of the fiscal year. The external
auditor will present and review the audit with City Council at a regular scheduled
meeting.

5. Rotation of External Auditor - As stated in the City Charter, the City shall not use the
same firm for more than five consecutive years.

External Financial Reporting

The City will prepare and publish a Comprehensive Annual Financial Report (CAFR). The
CAFR will be prepared in accordance with generally accepted accounting principles and
will be presented annually to the Government Finance Officers Association (GFOA) for
evaluation and awarding of the Certification of Achievement for Excellence in Financial
Reporting. The CAFR will be published and presented to the City Council within 180 days
after the end of the fiscal year.

Internal Financial Reporting

The Finance Department will monitor revenues and expenditures as compared to current
year budgets and investigate any variances found. Staff will prepare internal financial
reports on a monthly basis sufficient for management and Council to plan, monitor, and
control the City’s fiscal affairs. This report will compare previous year-to-date (YTD)
actuals to current YTD actuals of the same quarter, as well as percentage of budget
remaining.

In addition, a more detailed analysis and report will be completed on a quarterly basis and
provided to the City Manager and City Council. The report shall accurately reflect the City’s
current position in regard to revenue and expenditure performance, as well as any additional
information that reflects the City’s current and future fiscal position.

Bank Depository

The City shall select a bank depository that will meet the needs of the City and comply with
all state laws governing such depositories and the management and safeguarding of public
funds. The City shall issue a request for proposals/qualifications for the bank depository
services every five years, or more often if necessary. However, said requirements shall not
restrict the number of years, either cumulatively or consecutively, that any bank depository
shall be used. Depositories shall be selected on a number of criteria, including but not
limited to, ability to comply with state and local statutes, customer service, hours of
operation, yield on deposits, geographic proximity to City Hall, services offered, etc.

INTERNAL CONTROLS
Written Procedures

The Finance Director is responsible for developing City-wide written administrative
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directives on accounting, cash handling, and other financial matters which will be approved
by the City Manager.

B. Internal Audit Program

1. Committee - An internal audit committee, consisting of the Finance Director,
Accounting Manager, and Budget Manager will be established. Annually, the Internal
Audit Committee will review the administrative directives for any process improvements
or changes and submit them for approval to the City Manager

2. Departmental Audits — Departmental processes will be reviewed on an on-going basis to
ensure dual control of City assets and to identify the opportunity for fraud potential, as
well as to ensure that departmental internal procedures are documented and updated as
needed.

3. Employee or Transaction Review — Programs to be audited include petty cash (cash
drawers), city credit card accounts, time entry, and travel expense. Discrepancies will
be identified and remedied. The Department Director will be notified of the situation
and, in cases of serious infractions, the City Manager will also be notified as well.

C. Department Director’s Responsibility

Department Director’s responsibilities to the City are to ensure that good internal controls
are followed throughout his or her department, that all guidelines on cash handling and
internal controls are implemented, and that all internal or external auditor internal control
recommendations are addressed.

III.  OPERATING BUDGET POLICIES

A. Preparation

Budgeting is an essential element of the financial planning, control, and evaluation process
of municipal government. The City’s “Operating Budget” is the City’s annual financial
operating plan. The budget shall be prepared on the basis of priorities outlined by the City
Council and the City Manager in the Strategic Plan. In addition, the budget shall be prepared
and presented to meet the requirements of Section 102 of the Texas Local Government Code.

1. Scope — The scope of the budget consists of governmental and proprietary funds,
including the Debt Service Fund, Grant Fund, Special Revenue Fund, State Seizure
Fund, Federal Seizure Fund, Park Development Fund and Fire Capital Fund, but
excludes the Capital Project Funds.

The City’s Capital Improvement Plan (CIP) will be presented to Council annually along
with the budget. Each project is approved by Council, at which time Council approves
an overall project budget for the life of the project.

2. Budget Process - The budget is prepared by the Finance Department with the cooperation
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of all City departments and is submitted to the City Manager who makes any necessary
changes. The City Manager shall present a budget message along with the proposed
budget document to Council on or before the fifteenth (15) day of August of the fiscal
year as stated in Section 7.02 of the City Charter.

The proposed budget and all supporting schedules shall then be filed with the City
Secretary and open for public inspection once submitted to the City Council. The
proposed budget shall also be published on the City website the following day.

The final adopted budget document shall be enacted by City Council on or before
September 20" of each fiscal year as reflected in Section 7.06 of the City Charter. The
adoption of the budget must be by an affirmative vote of a majority of the City Council.
The budget document shall then be submitted annually to the GFOA for evaluation and
consideration of awarding the Award for Distinguished Budget Presentation.

. Basis of Budgeting — The basis of budgeting will be the same as the basis of accounting;
that is, that budgets for the General Fund and all special revenue funds are prepared on
the modified accrual basis of accounting, and budgets for the Utility (Proprietary) Fund
are presented on a full accrual basis, except that capital purchases and depreciation are
not adjusted until year-end financial reporting.

City Council Participation — The budget review process shall begin annually with the
review of the Strategic Plan by City Council, City Manager, and Directors. Council will
further participate in the review process which shall span enough time to address policy
and fiscal issues.

. Balanced Budget — Total proposed expenditures shall not exceed the total estimated
income. The City’s goal is to balance the operating budget with current revenues,
whereby, current revenues match and fund on-going expenditures. The City considers
the budget balanced when total expenditures are equal to total revenues. However, the
budget is also balanced when total expenditures are less then total revenues, a surplus.
There may also be instances where the City plans to spend excess fund balance
accumulated from previous years on one-time non-recurring purchases, while
maintaining established reserves. The City considers the budget to be balanced in this
case as well. However, the plan shall not be to build on-going expenditures into this type
of funding.

. Forecasting — The budgeting process for the annual budget necessitates the preparation
of future projections of both revenues and expenditures. It should be recognized that the
balanced budget requirement requires the conservative estimate of revenues and
expenditures. Inherent in the forecasting process is the identification of assumptions
used in the forecasting calculations. A statement of assumptions should be presented to
the City Manager and Council.

. Filing and Adoption — Upon the presentation of a proposed budget acceptable to the City
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Council, the City Council shall call and publicize a public hearing, naming the date and
time for the public hearing on the budget. The public hearing allows for the neighbors
to participate in the process. Required notice of the public hearing is to be published on
two occasions in the City’s official newspaper, which shall not be less than ten (10) nor
more than thirty (30) days after the date of the notice as stated in Section 7.05 of the City
Charter.

At a later date and time, the Council must adopt the budget by Ordinance. This budget
then becomes the City’s Official Budget, effective for the fiscal year beginning the
following October 1%. A copy of the Official Budget shall be filed with the City
Secretary and posted on the City’s website in accordance with the provisions of Section
102 of the Texas Local Government Code.

In the event the budget is not adopted on or prior to September 20th, the preceding fiscal
year budget will continue to be in force on a month-by-month basis until a new budget
is adopted, Section 7.06 of the City Charter.

8. Budget Amendments — Expenditures within each Fund will remain within each
department's original appropriation unless an intra-fund budget transfer is approved by
the City Manager. The City Manager is authorized to approve intra-fund transfers. Only
the City Council may approve inter-fund transfers. Budget amendments will occur when
total actual expenditures exceed budgeted expenditures in any fund(s). Budget
amendments are authorized only by the City Council, approved by Ordinance, and must
be passed by an affirmative vote of the majority of the Council. If at any time during a
fiscal year the City Manager estimates that current year expenditures in any fund will
exceed available revenues, the City Manager will submit a plan to the City Council
addressing the estimated deficit including a plan of action to overcome the estimated
deficit. The City’s Charter (Section 7.09) addresses amending the adopted budget.

B. Performance Measures and Productivity Measures

Where appropriate, performance measures and productivity measures will be used as
guidelines and reviewed for efficiency and effectiveness. This information will be included
in the annual budget document.

C. Multi-Year Planning Model

As part of the planning process, the City will maintain a five-year planning model to reflect
significant changes over time and to utilize during the budget process to determine the long-
term operating impact additional requests will have on the budget.

D. Control and Accountability

Each Department Director will be responsible for the goals and objectives adopted as part
of the City’s Strategic Plan and for monitoring their individual departmental budget for
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Iv.

compliance and spending limitations. The Budget Manager will provide the Department
Directors and management staff a monthly financial report on their budget.

REVENUE MANAGEMENT
Revenue Monitoring

Revenues actually received will be regularly compared to budgeted revenues and variances
will be investigated. Any variances found will be summarized in the corresponding budget
report.

Simplicity

The City will strive to keep the revenue stream simple, which will result in a decrease of
compliance costs for the taxpayer or service recipient and a corresponding decrease in
avoidance to pay.

Certainty

An understanding of the revenue source increases the reliability of the revenue system. The
City will try to understand its revenue sources and enact consistent collection policies so that
assurances can be provided that the revenue base will materialize according to budgets and
plans.

Equity

The City will strive to maintain equity in the revenue system structure. That is, the City will
seek to minimize or eliminate all forms for subsidization between entities, funds, services,
utilities, and customers. The revenue system will strive to have the characteristics of fairness
and neutrality as it applies to cost of service, willingness to pay, and ability to pay.

Administration

The benefits of revenue will exceed the cost of producing the revenue. The cost of collection
will be reviewed for cost effectiveness as a part of the indirect cost and cost of service
analysis. Where appropriate, the City will use the administrative process of State or Federal
Collection agencies in order to reduce administrative costs.

Diversification and Stability

In order to protect the government fluctuations in a revenue source due to fluctuations in the

economy, and variations in the weather (in the case of water and wastewater) a diversified
revenue system will be maintained.
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